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U.S. Foreign Policy towards Eurasia 

The U.S. government’s policy is a mixture of idealism and realism. We do not think so much about coloring regions on the map being under our influence or being under another security grouping’s influence. Maybe some people do in the Administration but in general, as a corporate body we really do not think that way. We think of achieving a discrete set of objectives, often very practical, hard, traditional, realistic objectives. They can be grouped around security, energy and economics on one hand, and we also pursue more idealistic objectives in the dome of “advancement of freedom through democratic and market reform”, as President Bush put it.          

In Washington there is a debate ranging from whether or not it would be wise to be idealist or realist. I can say based on my experience [I have spent four years working for Bush’s staff, and even more closely, as I do now, with Secretary Rice whom I have known for 24 years since I was at Stanford] that we really do not differentiate between these idealist objectives and traditional hard-core security objectives. We really believe that they are inextricably linked. And we believe that the Caucasus, the Central Asia, and the rest of Europe with the Black Sea region function as a kind of centerpiece: I think you will see how these three sets of interests drive our policy from the foundation of a new strategy, which we are trying to develop right now about the Black Sea. Thinking of my own time studying the former Soviet space, we used to talk about correlation of forces in the Soviet doctrine. In talking about what we are trying to achieve in the South Caucasus we think more about the correlation of freedom. This sounds very ideological but we have an underlying sense that as democracy strengthens and advances, and free markets function efficiently, U.S. national security interests are best served. In the sphere of political and economic advances we benefit. That is how idealism and realism come together in our foreign policy. 

I will try to describe this a little bit further in terms of how we have organized our government bureaucratically on foreign policy. In the Clinton Administration there was great optimism about the U.S. and Russia being able to work together to reform the world, especially Europe and the former Soviet space on the basis of democratic and market economic reform. Because Russia was such an important partner in achieving that objective, we organized the State Department and the National Security Council (NSC) around Russia and the states of the Former Soviet Union (FSU). We created a separate bureaucratic entity under the Secretary of State’s direct supervision. It was called S/NIS (“S” for Secretary, “NIS” for New Independent States). That showed that we were thinking about all the FSU largely from the perspective of Moscow, and we felt that if we could make things right working together with our Russian counterparts, we thought a lot of the reforms in the FSU would follow. 

This changed at the end of Clinton Administration. When President Bush came into office we were reorganized again. We folded back all the FSU into the European bureau, and then began thinking about Central Asia and Caucasus separately. Our goal was to try to encourage those states’ evolution as independent unique entities but connected to the rest of Europe: not through Moscow but through a gateway from this region to global markets, which is Turkey.  We have already been working for a number of years on a series of oil and gas pipelines transiting from the Caspian Sea into Turkey and onward to the global markets. 

It seemed to be a natural progression in terms of how we have organized ourselves bureaucratically both at the NSC and the State Department. We worked that way for the first term of President Bush’s Administration, and towards the end we started thinking about Central Asia in a specific Asian character, less European more Asian. Our goal was to try to foster all the economic linkages (infrastructure, energy, telecommunications) between Central Asia and South Asia, especially Afghanistan, to try to stabilize Afghanistan. As a result, we have reorganized again. And I am not responsible for five Central Asian States. They have been moved to what is now the Bureau of Central and South Affairs. And the NSC had followed the suite again. The idea was to work through the bureaucratic scene between Central Asia and the rest of Asia. That led us not to think so much about the interconnections between Afghanistan and Central Asia.

All this shows you that in the back of our minds we have a broad philosophical sense of the direction in which political, economic and cultural forces are moving, and periodically we tried to reorganize ourselves to better achieve those objectives.

What are these sets of interests that we are trying to achieve in the FSU, and Eastern and Central Europe throughout Eurasia? We have three sets of strategic interests at a core of our policy in Central Asia and South Caucasus. We have security, energy interests, and interests in reform. Security is pretty straightforward initially; at the beginning of the Bush Administration when we talked about security in these regions we met bolstering independence, sovereignty and territorial integrity of this group of states. As the years have passed, it seems pretty clear now that sovereignty and independence of these states is well established. President Bush’s visit to Georgia a year ago in May let the Georgians at least feel that once and for all their sovereignty and independence have been established. Territorial integrity is a bit of a problem still though, especially in Georgia but also in Azerbaijan, and Moldova. Ambassador Mann, who still is a mediator on Nagorno Karabakh, earlier worked on South Ossetia and Abkhazia. Solving these conflicts in a peaceful way underscores territorial integrity of all the subject states and is something we care very much about. It is one of our current security interests in this region.

But of course we have additional security interests and concerns after 9/11. Now counter-terrorism has become our primary interest. We have established access to military bases in Central Asia – in Kyrgyzstan and Uzbekistan. Now we do not have a base in Uzbekistan but we have the over-flight rights. In Georgia we worked ultimately successfully with the Georgian government starting with President Shevarnadze to successfully eliminate the terrorist haven that we had in the Pankissi Gorge. Our inability to resolve that problem for quite some time led to real tension in our relations with Georgia and with President Shevarnadze. 

President Bush established a doctrine after 9/11 that essentially said a state that harbors terrorists is as bad as terrorists themselves. And if we cannot work with such a state to eliminate the terrorist haven then our relations may have a serious tension even despite the fact of previous friendship. In the case of Georgia we had longstanding, very positive relations with President Shevarnadze until 2001. We have invested over $1 billion dollars in assistance to Georgia. But afterwards our relations went off track because of the inability of the Georgian government to control the Pankisi Gorge and eliminate terrorist havens there. We work together successfully, developed a Train and Equip Program that provided the Georgian government the courage to clean out the Pankisi Gorge and reestablish its own control over the region, and its own autonomy to bolster its own territorial integrity. 

We worked pretty well with Russia on counter-terrorism. Perhaps not as well as we would like, but believe it is one of our success stories. We worked particularly well with Azerbaijan on counter-terrorism in the region. The ultimate area of our security interests was to stop trafficking of weapons, people, weapons of mass destruction, and contraband, which forms a cornerstone of the monitoring system we provide to the countries of this region. On top of this, we developed a strategic approach in the last two years combating Islamic extremism, which I will talk in more detail about towards the end of my presentation. 

There is a misunderstanding in the U.S. government on whether our goal is Muslim outreach (i.e. establishing contact with people of the Muslim world), or rather to influence what people think. This is not a battle with the Muslim world but the battle for hearts and minds within Islam, between moderate and extremist forces. There groups like Hezbollah are functioning in Central Asia and throughout Europe, and they really do pose danger and in many ways are becoming an ideological factor for terrorists. Therefore, we have a strong interest in working with all of our partners throughout Eurasia in combating extremism. This is a security interest.

We have an energy interest as well. It is throughout Eurasian space and especially around the Caspian basin. It is not the U.S. oil and gas market that mostly benefits. We will probably never consume the gas that is produced in the Caspian. Occasionally, we will consume some oil. But the Caspian matters to us because that is a source of hydrocarbons that can reach global markets free of monopoly pressure: Transneft and Gasprom. Our goal is not to go to war with them. We need to work with these companies. We seek a long-term partnership with Russia in energy. During the course of the next couple of decades the U.S. will end up consuming natural gas that is produced in Russia, exported to us in liquid form. Forever, Gasprom will be a primary gas supplier to Europe. So, we need to find a way to work together with Gasprom and Transneft. 

But European gas markets do not function as markets. They do not operate efficiently. Gas prices are artificial. Gasprom buys gas for $55-60 per 1,000 cubic meter, sells it in Europe for $235-275 per 1,000 cubic meter that generates an enormous rent, a gigantic amount of money because of the price differential (approximately $200 on each 1,000 cubic meter). It is distributed, as we saw in early January’s  Russia-Ukraine deal on the RosUkrEnergo Company, in a less than transparent way, through channels that often involve criminal contacts. It also definitely involves cronyism, payment kickbacks of these enormous rents and revenues back to government officials, which in turn creates disincentive for energy sector reform, and leads to strengthening criminality, moving backwards of all the reforms that are in our national interest, and providing potential political and economic commercial power for a very small grouping of people who happened to run the monopoly.

My boss, Secretary Condoleezza Rice, was very critical of what happened on January 1 with the gas cutoff to Ukraine, condemning the use of gas as a political weapon. Our argument is if things continue as they are now with these gigantic splits between the purchase price for Central Asian gas and sales price dictated by Gasprom, the negative trends I have just described will get worse. The situation will never get better. And the commercial and political power concentrated in the hands of a small number of people who operate those monopolies will not diminish. On the contrary, it will grow stronger, and the market for gas in Europe will become increasingly distorted, and the U.S. national interests are more poorly served. What do we do about it? Chto delat’? 
We do not just talk about it. We do not go to political war over this. We cannot simply show up at the G8 summit in Saint-Petersburg to address energy issues with President Putin only. Gasprom has to behave in a different way. We have to find a way through market forces to create incentives to channel Gasprom’s behavior and our own behavior back toward a more unified approach through diversification. It is only by creating a multiplicity of gas export routes to Europe that will be effective. Then we can begin to create a competition, which will lead to harmonization together of the Central Asian gas prices so that this generation of enormous rents vanishes. Together we need to think about how Gasprom can attract more foreign investment through reforming the company. We would love to see Gasprom to become more competitive, more efficient by virtue of foreign investment to develop domestic Russian fields. And we look forward to working with Russians to make that happen.              

On energy, and on gas, we see diversification. We would like to work with our European allies and friends to move as much gas as possible through a Northern corridor that already exists, transiting Russia, Ukraine to Poland. It will be expanded soon by a Baltic pipeline (a shorter pipeline) across the Baltic to Germany. We would like also to expand and build a significant pipeline system through the Black Sea, or to the West of the Caspian, or to the West of the Black Sea. The initial component of that gas pipeline system will begin operating hopefully this fall. This is the South Caucasus or Shakh-Deniz gas pipeline. It will carry gas from Azerbaijan into Georgia and in Turkey. 

We would like to work with the countries and companies to expand that pipeline and allow it to feed into additional pipelines in the heart of Europe. One transits from Turkey to Greece and to Italy, another one is called Nabuko pipeline that will move from Turkey to Romania, Hungary and into Austria. 

So, the idea here again is not to go to war with Russian gas suppliers. It is a competition. And as I described to a Russian Deputy Minister of Industry last week in Tessaloniki, it is like playing tennis: once you win, and another time you loose. That is competition, and the name of the game. Of course, the U.S. advances its own national interests, but if Gasprom transforms itself and performs more competitively, that would be good for Gasprom and Russian consumers as well.              

The same is true about oil (e.g. the Kashagan will probably be the world’s largest oil field over the next 3.5 decades). Our goal again is to be free from the geographic and monopolistic choke points, which should not contribute to those parts of the worlds where two thirds of the proven oil reserves already are in the Gulf area. A lot of companies argued a few years ago: why did we allow them to export the Caspian oil to Iran? From our strategic perspective it makes no sense to take these largest newly found hydrocarbons and have it being further concentrated in the part of the world where two thirds of the proven oil reserves already are. As a result, we want to move as much of this oil along the similar corridor transiting Azerbaijan, and Georgia, and Turkey, and also Russia. 

Russia is not out of the oil transit game from our strategic perspective by any means. There are two pipelines, that we strongly supported, that transit Russia – two out of the five overall sets of pipelines that we have supported over the last decade. Baku-Novorossiysk -- without that pipeline it would have been really difficult to develop the upstream assets in Azerbaijan. The Caspian Pipeline Consortium (CPC) that Russia recently allowed to expand, which transits oil from the Tengiz field on the shore of Kazakhstan across Southern Russia’s Krasnodarskiy Kray to Novorossiysk.

Finally, we have a more idealistic set of interests: advancing political and economic freedom through reform. We really do not believe this is ideology. We believe that the long-term security and stability flow from reform. We believe that stability can only happen when there is a political legitimacy and prosperity in any particular state of the government. Democratic election, process and culture are also critically important. But we know that a democratic election cannot automatically lead to real democracy. There is a need for a wise combination of all these things.   

In this way Georgia has become so important to the U.S. Back in 1990’s many people believed we supported Georgia primarily because it was a cross-point of a lot of pipelines, and President Shevarnadze was our special friend. But in times of the Rose Revolution many people said that we stopped supporting Shevarnadze and somehow facilitated this revolution against him. We did not do that. We did not care just about pipelines. There was something more. In Georgia we had hope in pursued political freedom, that if we were able to unleash it, to work with the young generation of people who have been trained in the West, if we could help them advance their ideas, we would realize a platform for long-term stability in the middle of the Caucasus.  

In case of the Rose Revolution a lot of people have criticized the U.S. government for somehow facilitating that turn of events. If we could engineer a revolution like that, I think you would probably see them all over the place. We cannot do that. What we did do is offer guidance to the people who were involved in the events. We made it clear that we could not possibly support them if there is violence. We also made clear that people have every right in the world to protest peacefully. The Georgian people themselves have decided that their true choice was stolen. What was special about that situation is that the U.S. government negotiated an agreement between the opposition and President Shevarnadze. I traveled with James Baker, a former Secretary of State, to Georgia in July of 2003. He sat down at the table for a couple of days with all the Georgian opposition leaders and with President Shevarnadze. We chose Secretary Baker because he and President Shevarnadze are close personal friends. And so, a tolerant decision was found, the elections ended up fairly. But again, our role was to make the sides avoid violence in a course of demonstrations, and to pursue stability and quiet things down. 

I talked to Saakashvili every night during that period, and say: we are going to do this or that. And I answered: this is not our business, as long as it is peaceful, and according to the framework of the agreement with President Shevarnadze a few months back. So, we have been very supportive subsequently of the Rose revolutionaries – in contrast to the period when the Revolution was actually taking place. The success of Georgia’s democratic and market economic experiment matter to us. If Georgia can make it, if Georgia can solidify and advance its reforms, we would argue it will establish a beachhead for a broader advancement of political and economic freedom throughout the Caucasus.

Saving those for Ukraine, we want Ukraine to succeed. However, we have not seen the same degree of unanimity, the same converging of views about the direction of Ukraine towards the Euro-Atlantic family. But we did what we possibly could to encourage success of historic reforms in both of those countries. 

To sum it all up, we see that reforms to enhance freedom, in energy and security are all interlinked. Our policy says that we cannot achieve any single set of those interests if all three sets of those interests are moving forward simultaneously. Sometimes we may pursue the same set of interests more actively than another. Right after September 11th we certainly focused more on counter-terrorism, and lining our partners to promulgate the war in Afghanistan more for a few months than we did democratic reform or more than we focused developing the multiplicity of oil and gas pipelines. But after a few months, once we have taken care of that set of security issues, we turned back toward pursuing all three sets of our interests simultaneously.  


There can be no energy investment if there is no security. Energy investments, however, can generate revenues. But the revenues should be used to power economic reform, and to increase prosperity, and to advance economic reform. e could see unrest and lack of a stable environment, the inability to achieve our security interests, as well as vicious circles. Reforms are necessary to attract energy investment, and as we know where there is no security, there are no investments. All of these issues are top priority, when we see idealism and realism blending together in requiring a balanced approach.

Finally, the Black Sea fits in the middle of everything that I was talking about. It is all about security, energy, and internal reform. Such is the core of the strategy we are trying to develop with the littoral states of the Black Sea and their nearby neighbors: Greece, Azerbaijan, Armenia, and Moldova. We would like to work with all of these countries to develop cooperative vision, programs and shared interests. It is easier to say than to achieve however. We face a couple of obstacles in trying to develop a strategy for the Black Sea region itself. There is a divergence of opinions of what security means. For some (e.g. Ukraine and especially for Georgia) security means moving towards NATO as quickly as possible. For Turkey, and especially for Russia, Georgia’s rapid sprint is not necessarily such a great thing. Yet, we really need Russia’s cooperation on security in the Black Sea to pursue one of our other vital security interests in the Black Sea, which is peaceful resolution of separatist’s conflicts (e.g. Transnistria, Abkhazia and South Ossetia). 

Operational implementation of this vision is very complicated. And we need to find a way to pursue, as we believe, such realistic objectives as the Euro-Atlantic integration of Georgia and Ukraine, and resolution of separatist conflicts. 

Here we have to be in partnership with Russia and Turkey. In terms of security they are uncomfortable because of spreading NATO’s footprint. The Turks know that the legal foundation of the Turkish Republic are the Lasagna Treaty and the Montreux Convention, which afford Turkey a certain degree of autonomy and jurisdiction over the Turkish Straits. The Montreux Convention limits the ability of the non-littoral states’ to enter the Black Sea. Turkey is very uncomfortable with the idea of the non-littoral states’ maritime forces entering the Black Sea. Within the official U.S. and with the similar group of your predecessors we were discussing and even arguing about the utility of NATO’s expanding its presence in the Black Sea. We have also talked about operation Active Endeavor. And I remember one rear admiral and my counterpart in the White House were really angry with each other about information sharing during the Black Sea Harmony operation and operation Active Endeavor. I finally learned last week why there was a disconnect in this regard. It is because Turkey was in a process of establishing the cooperation between Black Sea Harmony and Active Endeavor. In the last 1.5 years, it happened quite successfully. The U.S. government is backing off a little bit. Perhaps our goal is not to make our Turkish ally uncomfortable by trying to force a non-littoral NATO footprint in the Black Sea. Maybe the way to move forward is to recognize the truth and reality that NATO already is quite present in the Black Sea. e.g., Turkey is a major littoral state as well as one of the strongest militarily in all of Europe. Romania and Bulgaria are also in the Black Sea. We start to think that perhaps it is sufficient in terms of the NATO maritime footprint in the Black Sea. Or, perhaps we need to set our sites on how we take into account the sensitivities or the concerns of other’s around the Black Sea about NATO's footprint expanding as it does, and inevitably how it will be. I believe it is a good thing by virtue of the organic presence of Turkey, Romania and Bulgaria in the Black Sea. Maybe we need to find ways how to build more of this cooperative vision about the soft security, border security, stopping the trafficking of weapons of mass destruction, people and contraband. As a result, we are trying to work through the conceptualization of our security cooperation around the Black Sea.                    

In terms of energy, I think it is in our common interests to work on natural gas exports to Europe. Our Russian friends may be uncomfortable about that. On the other hand, our Russian friends are very interested in a bypass pipeline that will move oil around the Turkish Straits to avoid congestion and the possibility of a shutdown of the Straits. And there are couple of options of pipelines bypassing the Bosporus where there are possibilities to cooperate with Russia. In that sense we can be both competitive and cooperative with all the states around the Black Sea, endeavoring to bring them to life. The result is a cooperative overall strategy. This might be a more difficult area to find common grounds with all littoral states around the Black Sea. And nonetheless we are working particularly with Turkey to advance democratic reform, especially in the Broader Middle East. 

Finally, I want to emphasize not only how important Turkey is for the U.S. but also how difficult our relationship is with Turkey. It is really one of the most difficult issues my colleagues, working on Turkey, have ever encountered. Recently, I met for about hour and a half with senior leaders from Turkey. Then I met for about two hours with the Turkish energy minister. Then I had a lunch with the Turkish prime-minister's policy adviser. We had very deep strategic discussions. And it became clear to me how valuable an asset Turkey is:  both as a NATO ally, but much more importantly as a secular democracy with a predominantly Muslim population.

Turkey is not a standard model. It is unique. For almost 160 years modernizing reforms have been moving forward, although the overall system is not perfect. There is a whole series of problems. Is Turkey ready for EU membership, is it too big, too poor, too Muslim, is it free religiously and ethnically tolerant? There were difficulties with Turkey when it came to the Iraqi war. Our request to move military forces into Iraq were refused that surprised a lot of people in my government. But within 10 days after that decision we showed our displeasure by offering Turkey a gift of $1 billion (not many people know this) with no strings attached, except for two minor ones. One is that Turkey would stick with its IMF reform program. And two: to avoid that when we are moving into Iraq, Turkey should not launch its assault in Northern Iraq in a not coordinated way to deal with the Kurdish issue.   

Ultimately, Turkey decided it did not need the money. But even at that moment the greatest disappointment in Washington was that we believed that Turkey continues to be our major strategic ally. It was not a bribe at all. It was a sort of compensation, as we predicted that the war in Iraq would pose an external pressure on Turkey’s economy. We did not want to destabilize the Turkish economy. We really do care about our partnership with Turkey. 

We are trying to understand Turkish history, the benefits it can provide by virtue of its history, in the context of these historical sensitivities and concerns, and by understanding each other to work with Turkey as a real anchor in advancing a broad strategy in the whole Black Sea region on energy, security, economic cooperation, and advancing freedom through economic reform.              
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